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SMALL BUSINESS AND 
CIVIC WHLEFARE 
I. THE PROSLEX CF THS ECONOMIC AND SOCIAL EFFECTS OF BUSINGSS COMEL TATION « 
1. Concentration Threatens Denocracy and Soclal velfare. 

In an earlier section of this History 1t was shown that the concen- 
tration of enploysent and production increased substantially during the war. 
This increase Was superimposed on 4n already extremely high level of econouic 
concentration. In 1939, five percent of all manufacturing corporations in 
te United States received eighty-five percent cf total manufacturing net 
corporate income. They were the biggest of the bigs. The "snall fry"== 
ninety-five percent of all-~scranbled for only fifteen percent. Fer who be- 


lieve in democracy would attempt to justify such a degree of economic concen- 


The suggestion that the plants of giant corporations are necessarily 
the most efficient has been challenged again and again. The answer is sone- 
times yes, but often no. Even when the big plants are the most efficient, 
the giant corporetions often do net pass along to the consumer the benefits 
of their efficiency in the form of lower prices. 

These contentions, however, concern the econonic effects of concen- 
tration. The Smaller “er Plante Corporation has Just completed an investi- 
eetion cencerning the social effects of concentration, particularly on the 
local, civic level. Its object was to determine, through a study of all 
evailable data plus a careful survey in the field, the effect on city life 


of industrial erganization. (See Mxhibit 1) 


AVE ) 


2, Gaal] business Cittes Are Better Places to Live In. 

The Se PC dnvestigation was exploratory. It was based on an exenina- 
tion of six American cities, so selected that they provided contrusts in 
industrial organization and made possible concrete eveluation of the effecte 
of big business on city life. 

In essence, it was found: (1) that the siall business cities pro- 
vided for their residents a considerably more balanced econonic life than 
did big business cities; (2) that the general level of civic welfare was 
higher in the small business cities; (3) that these differences between city 
life in big and small business cities were, in the casce studied, due to 
their differences in industrial organization; that is, specifically due to 
the deainance of big business, on the one hand, and to the prevalence of 
small business on the other. 

The methods and results of this study, which will be published else- 
where in full, are summarized below. 


3. ilow the Investivation was Planned. 


ve 


The six cities studied were grouped into three pairs, so selected 
that the members cf euch pair had numerous factors in comson, such @s geo- 
graphical location, population, percentage of foreign born, etc. The members 
of each pair, however, differed in one important respect: one was a big 
business city, dominated by one or a few abséntee-owned giant corporations; 


the other was a small business city, with nuzerous small, locally-owned 


concernga,. 


The SurG gathered all the figures it could frou official sources 
concerning these cities. In addition, @ well-known social eclentist visited 
each city for the Corporation, talked with its residents, and obtained much 
additional first-hand information. cCtatistical measurements approved by 
leading sociclogists and econouists were constructed and applied. On the 
basis cf all these facts, the merits of. the ble and small business cities 


were weiched comparatively. 
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1. Small Business Cities Pravide a More Salanced Leonowie Life. 
A A 


The more "balanced" economic life provided in small business cities 
vas noted in several ways. first of all, industrial stability was nore pro=- 


nounced. In the big business cities, fluctuations in employment, wa,zes, and 


even in the number of business enterprises was considerably greater, on the 


s, in big business city A, the average chanse in employnent fron 


. 


one biennial census year te the next was twenty-nine percent, as against 
only twenty percent in small business city 5. In big business city C, the 
averace chance in expleyment was sixty-four percent as against only trenty- 


mall business city BD. In big business city FE and small 


-ness city F, the firures were nineteen percent as against only eight. 


-imilarly, for wares and number of establishments, fluctuations are consider- 


ebly rreater in the big business cities. 
These differences in economic stability, of course, result fron the 


differences in induetrial orvanization of the cities studied. In small 


=-)\- 


business cities, employment wags wore diversified; not only did a relatively 
large number of industrial firms operate in a nuuber of differcot manuf ac~ 
turing lines, but a auch greater proportion of workers were engaged in 
wholesale, retail, and other distributive pursuits. Thus, in the big busi- 


ness cities, eighty percent of total employnent was concentrated in manu- 


facturing as ayainst only sixty percent in the suall business cities. 


4 


Vanufacturing empleynent tn the big, bueiness cities, in turn, was largely 
dominated by one or a few great industrial firss. 


This economic doninance cf a few big absentec-owned corporations in 

he big business cities studied resulted in relative insecurity and insta- 
bility. The sere decision of one corporation to nove its local plant to soze 
other area would be sufficient to necount for economic collepee in a big 
business city. Joreover, it has been contended by some econonists that prom 
duction and exploynent are typically less stable in monopolistic or quasi- 
nenepolistie industries. For tne cities surveyed by the SPC, there is no 
question that this wag the case. 

Furthermore, it was found that retail facilities were more satisfac- 
tory in emall businees cities. They were mere abundant, more effictently 
managed and offered greater variety. Yer capita retail sales were much 
greater in the emall busincss cities=--$)90 in B as against [473 in A, £663 
in D as evainst $648 in C, $40 in F as avainet $350 in Fr. In the bi¢ busi- 
nese cities, it was discovered, retailers heeitated to make substantial in- 
veetments becavee of the business hazards incident to the economic insta- 
bility referred to above. Hence, the residents of biy business cities often 


nad to vo elsewhere to buy. 


In addition, the gap between the Incowes of the few very rich and 
those of the poor appeared to be greater in bly business cities, although 
available evidence on this point is not conclusive. In suall business 
cities, it appears that a larger propertion of the population earns mediua 
or high incowes. In the mid=1930's, when Incoves were low and tax exemp- 
tions relatively high, a much larger proportion of the population in the 
ssall business cities paid income taxes. Moreover, there were relatively 
more individuals with net incomes of (10,000 or more in the small business 
cities. 

On all these grounds-~economic stability, adequacy of retail fa- 
cilities and the distribution cf incone--it was concluded that esnall busi- 


ness cities enjoyed a more balanced economic life. 


m 


2. Civic “velfsre Ie ligher in Small Business Cities. 

The final and most important test applied to big and sali business 
cities vas the measurement of the "general level of civic welfare". The 
measurement employed here was that developed by an eminent social sciertist, 
Dr. E. L. Thorndike. It gives weight to most of the important measurable 
factors which bear on the welfare of a city's residents, including, for 
example, numerous items relating to health, housing, incones, education and 
recrestion, among others. ‘This measurement shows that, in eact: Case, the 
small bueinees city studied rated much higher than did the comparable dig 
business city. 

For example, the level of civic welfare is about seventeen percent 
higher in B than in A, nineteen percent higher in D than in C, four percent 


higher in F than in f. 


{ne concrete meaning of this situation 1s beat illustrated by 
reference to sone of its components discussed below. Obviously, saall busi-~- 
ness cities do not lead in every one of these specific standards included in 
the overall picture, but they do lead in the vast majority of then. 

A. llousing. 

Ueusing conditions are clearly superior in the small business cities. 
lor example, in big business city A, more than 3.5 percent of a11 dwellings 
are overcrowded, When judged by the standard commonly used for this purpose; 
namely, the nuuver ef dwellings with an average of more than 1.5 persons per 
room. This figure of 3.5 compares with overcrowding estimated at only 1.L 
percent of all dwelling units in wgtr bustiawes city &. In big business 
city C, 5.1 percent of all dwelling units are overcrowded as against only 
1.8 percent in D. Similarly, big business city E is more overcrowded than 
small business city F. 

Another test of housing conditions showed that the proportion of 


homes owned by the occupants is slightly greater in suall business cities 


ts 


and F then in the corresponding big business cities, but is the sane in 
cities A and B. 

B. Health and Sanitaticn. 

Sinilarly, the chance that a baby will die within a year after 
birth ie eppreciably greater in the big than in the small business cities. 
The death rate of infants within a year after birth was 0.) per 1,000 live 

irths in big business city A as against only 33.9 per 1,000 in suall busi- 
ness city 8. The death rate was 5.7 1n big business city C as against 
only 2h.9 in emnll business city D. For the intermediate pair, etty F had 


a somewhat higher death rate than city FP. 


Small business cities also show to advantage with reapect to 


public expenditures on health. Although public expenditures on health 


per capita are the saue in cities A and B, they are substantially greater 


wall business cities than in the corresponding, big 


est 


in the ether two 6: 


business cities. On the other hand, public expenditures on sanitation 


per capita are in every case greater in the big business city. 


Cc. Culture, Recreation and Neligion. 


Public expenditures on recreation, per capita, are suostantially 
greater in small business cities 3 and D than in big business cities A 


and C—-.1.31 as against 07¢ and $1.63 as aguinst 59¢. In elties © and ¥, 


expenditures are the same. Public expenditures on libraries are also 


greater in small business cities B and D than in the corresponding big 


business cities. In this case, City E, however, ranks somewhat higher 


than F. 
-oreover, judged by magazine circulation, the interest of residents 


in literature and educational subjects is greater in small business cities 


5 and D than in the big business cities. In this respect, however, City E 


fn 


er7ain rates better than City F. the proportion of residents who are church 


F + . Ps » 
members is in every case greater in the small business cities. 


D. Education. 


The record in two tests beariny on education is on the whole better 


in the small business cities. ixpenditures on public schools per student 


are greater in small business cities Dand F than in the corresponding biy 


¥ » ‘vi 
ousiness eities, while in cities A and 3 they are the same. Again, it was 


found that children are maintained tn school for a longer period of time in 


ie 


swall business cities D and i’. In this respect, however, blg business City 
A ranks sonewhat higher than suall business City b. 

KE. Utilities. 

It was found that residents in small business cities are in every 
case more adequately provided with the common utilitles--telepnones and 
electricity--than are the residents of the big business cities. 


OS 


Econemic Concentration Throttles Civie ¢ 


3. irit. 


ow can these differences be accounted for? Field investigators of 
the SYPC uncovered several reasons. 

it was found that, in the small business cities, "civic spirit” was 
more pronounced, more widely shared, and more active. The econouiically 
independent middle class was sore abundant in the small business cities-- 
and it is this class which traditionally takes the lead in the voluntary 
ment of civic enterprises. In the email business cities, the ziddle 
class cperated with the relatively widespread cooperation of labcr groups. 

in the big business cities, on the other hand, the independent 
middle class was not only small but, for the most part, was not truly "in- 
dependent". In these cities, the giant corporations were the real powers. 
Local executives ef these corporations had little or neo interest in civic 
enterprises as such, except insofar as such enterprises might impinge upon 
the profit opportunities of the corporation. ‘fhe nominally independent 
middle clags in these cities--directly or indirectly--was compelled to 
follow the dictates of the corporation executives. Civile activities uncer- 


taken by labor in these cities were instituted, not in cooperation with most 


other provps in the city, but usually in conflict with them. 


=a 


YUL 


In short, in small business cities the environwent was favorable 


to the existence and growth of true civic spirit. ‘he interests of the 


potential leaders of civic enterprise were gencrally wutual and lecally 


rooted. in big business cities, civic spirit was stunted or distorted. 


Tue potential leaders of civic enterprise were either powerless to act or 


were motivated by interests outside the city--particularly the hone office 


of the giant corporation. These differences were clearly reflected in the 


contrasting levels cf general civic welfare founc in big and small busi- 


ness cities. 
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CHAPTER I 


IN TROANPUC 4 I OW A NT) SUMMARY 


The American economy became increasingly concentrated during 
the war as Dig business made substantial gains -- gains superimposed 
upon an already extremely high level of economic concentration. A 
Sew sisantie corporations are now responsible for the bulk of 
anericats entire industrial production and emolcyment. In 1944, 
two percent of the manufacturing concerns in the United States 
exployed 60 peroent of the industrial workerse 


how does this concentration of economic power affect the 
aneral welfare of our cities and their inhabitants? This is one 
peet of the concentration problem which has received little 
cention, despite its obvious importance. Does economic concen-= 
ration tend to raise or depress the levels of civic welfare? 


% 


oF 


Neonomic concentration can never be justified if it tends 
to develep oities in which there exist, for example, overcrowding, 
sh infant ceath rate, low per capita public expenditures for 

tion, health and recreation, low per capita installation of 
ricity, sas, telephones, eta. 


This exploratory report is “esigned to shed light on the 
eSfeots of economic concentration on civic welfare. It is based on 
tudy of six American cities. They were selected in such s way 
s to provide contrasts in industrial organization and to make 
Possible sn evaluation of the effects of big and small business 

en city life. 


The tentative conclusion suggested by this study.is that 
tness tends to depress while small business tends to raise 
el of civio welfare. 


A nh 


The Results in Brief. 


At first glance, civio welfare may appear to be a highly 
cifficult topic to measure or even to discuss objectively. Yet, there 
coes exist a considerable amount of concrete, fagtual data bearing 
Cirectly on the subjeot. Thus it was found that the chance that a 
saby would die within one year after birth was considerably greater 
in big than in small business cities; in fact, the chance was 
simost twice as great in one big business oity than inthe comparable 
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ty. Public expenditures on libraries (per capita) 
en eines one and on education (per student) were 20 
* percent greater in one of the small business cities studied than 
in the comparable big business oity. Slums were more prevalent -- 
in one oase nearly three times more prevalent -- in big than in 


small business cities. 


These facts are cited here merely to indicate the nature of 
the standards employed. The broad conclusions suggested by the 


study are that: 


(1) The small business cities provided for their residents 
a considerably more balanoed economic life then did 
big business oities; 

(2) The general level of oivic welfare was appreciably 
higher in the small business cities; 

(3) These differences between city life in big and small 
business cities were in the cases studied due largely to 
differences in industrial orgenization -- that is, 
specifically to the dominance of big business on the 
one hand and the prevalence of small business on the 


other. 


The more "balanced" economic life provided in small business 
cities was noted in several ways. First of all, industrial 
stability was much more pronounced. In small business cities 
employment was more diversified; not only did a relatively large 
number of industrial firms operate in a number of different manu= 
facturing lines, but a much greater proportion of workers were 
engaged in wholesale, retail and other distributive pursuits. On 
the other hand, the entire payroll of big business cities was 
largely dominated by one or a few great industrial firms. 


This economic dominance of a few big absentee-owned corpo= 
rations in the big business cities studied resulted in relative 
insecurity and instability. The mere decision of one corporetion 
to move its local plant to some other area would be sufficient for 
economic collapse in a big business citye Moreover, it has been 
contended by some economists1/ that production and employment are 
typically less stable in monopolistic or quasi-monopolistic industries. 
In any event, it was found that in the big business cities studied, 
fluctuations in employment, wages and even in the number of business 
enterprises were considerably greater, on the average, than in the 
small business cities, 


17 National Resources Committee: Tho Structure of the American 
Economy, 1939; and Kreps, Theodore, “Some Price Problems” in 
Nascent, Problems in a Changing World, (W.L. Thorp, ed.), 1939 
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Second, it was found that retail facilities were more 
satisfactory in small business cities. They were more abundant, 
more efficiently managed and offered greater variety. In the big 
business cities, it was discovered, retailers hesitated to make 
substantial investments because of the business hazards incident 
te the economic instability referred to above. Thus, the residents 
of big business cities often had to go elsewhere to buy. 


Third, the gap between the incomes of the few very rich and 
those of the poor appeared to be greater in big business cities, 
although available evidence on this point is not conclusive. In 
small business cities it appeared that a larger proportion of the 


population earned medium or high incomes. 


The final and most important test applied to big and small 
busiuess cities was the measurement of the general level of civic 
welfare.e The measure employed was that developed by an eminent 
social scientist. It gives weight to most of the important 
measurable factors which bear on the welfare of a city's residents, 
including, for example, numerous items relating to health, housing, 
sanitation, incomes, sducation and recreation among others. A few 
of these factors == for example, infant mortality and slums -- 
were cited above. The overall measure of civic welfare, summarizing 
all of these figures, showed that in each case the small business 
city studied rated materially higher than did the comparable big 


business citye 


In the consluding chapter of this report certain tentative 
reasons are advanced for the generally higher level of civic wel- 
fare found in the small business citiese It was found that in 
these cities, "civic spirit" was more pronounced, more widely 
shared and mere active. The economically independent middle 
class was more abundant in the small business citiese For 
several reasons cited later, it was the independent middle class 
which usually teok the lead in the voluntary management of civic 
enterprises. In the small business cities they operated with the 
relatively widespread cooperation of labor fYroupse 


In the big business cities, on the other hand, the independent 
middie class was not only smell but for the most part was not truly 
"independent." In these cities the giant corporations were the 
real powers. Local executives of these corporations had léttle 
interest in civic enterprises as such, except insofar as such 


rf 
ise 
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enterprises might impinge upon the profit opportunities of the 
sorporatione The nominally independent middle class in these 
cities -- directly or indirectly -- was compelled to follow the 
diotates of the corporation executives. Whatever oivic activities 
were undertaken by labor in these cities were instituted not in 
cooperation with other groups in the city but usually in conflict 


with theme 


In short, in small business cities the environment was 
favorable to the deveTopment and growth of civic spirit. The 
interests of the potential leaders of civic enterprise were 
generally mutual and locally rooted. In big business cities, 
givie spirit was stunted or distorted. The potential leaders of 
civic enterprise were either powerless to act or were motivated 
by interests outside the city -- particularly the home office of 
the giant corporation. These differences were reflected in the 
contrasting levels of general civic welfare found in big and small 


business cities. 


The Approach 


For purposes of this report a big business city is defined 
as one in which (a) a few large firms employ all or most of the 
workers; (b) ownership of most cf the industrial facilities lies 
outside the citys; (c) business activity is concentrated in one or 
a very few industrial lines. Conversely, a small business city is 
one in which (a) most of the workers are employed by a large 
number of small firms; (b) the bulk of the industrial facilities 
are locally owned; (c) business activity is diversified in several 
different industrial lines. 


In accordance with these definitions three pairs of cities 
in the United States were selected for study in this report. The 
members of each pair were so selected 1/ that they had several 
basic factors in common -- general geographical location, population 
size, percentage of foreign born and Negroes in the population, etce 
In the case of two of these pairs, however, the members differ 
sharply in one important respect. One of each pair is clearly a 
big business city; the other is distinctly a small business city. 
In the case of the third pair, there is also a differentiation with 
respect to big and small business industrial organization, but it 
is not as sharp as in the case of the other two, and thus they 
constitute an intermediate check. 


— ——_—— ee 


iy, The method of selection is described in the Apnendix. 


a 


To these cities were applied standards of evaluation 
generally recognized by sociologists as suitable for the purpose. 
The figures used to measure the levels of oivic life were obtained 
from official government sources, from authoritative sociological 
studies, and from direct field investigation of the cities see 
lected by a sociologist. Also obtained in the field by the 
sociologist was a considerable amount of information concerning 
non-quantitative factors in city life, such as the attitudes of 
civic leaders, the role in city life played by executives of the 
great absentee-owned industrial plants, and so forth. 


Finally, it should be noted that the big business cities 
studied here were chosen to represent the local manifestations of 
a national trend -- the trend toward industrial concentration, 
absentee ownership, the dominance of giant corporations. Similarly, 
the small bueiness cities were selected to represent the typical 
community of small. locally owned, competitive enterprises. 


It is obviously impossible to state whether or not the 
conclusions derived in this report are apvlicable to all big 
business and all small business cities in the United States. An 
answer to this question would require a field study covering 
most of the cities in this countrye Among big business citice 
as well as among small business cities, there must be many 
deviations from the patterns found in this survey. It is left 
for studies of the future to show just how important and how 
frequent these deviations are. 


CHAPTER II 


BALANCED ECONOMIC LIFE 


Any contention that a city -- large or small <= ought to 
be economically self-suffioient is an obvious absurdity. It is 
neither desirable, nor in the present era, possible. Nevertheless, 
* 4t may justly be contended that a good oity ought to have a balanced 
economic lifee Specifically, this means that under present oon« 
ditions a city should be: (a) one whose economic ackivities are 
sufficiently diversified to provide relatively steady employment, 
(>) one which provides in its retail establishments and other 
facilities most of the goods and services its people need, and 
(c) one in which there is a gradual and even increase from the 
lowest to the highest personal incomes -~ rather than a sharp 
gap between a few very rich on top and a great many poor at the 
bottom. These characteristics of a balanced city economy are 
discussed below with reference to the six oities surveyed in this 


reporte 
1/ 


These cities are identified throughout this study by letter ; 
cities A and C are the big business cities, while B and D, re~- 
spectively, are the small business cities with which they are 
paired. The third pair of cities -- E and F -- are respectively 
big and small business, but in this case, it should be remembered, 
the distinction in industrial organization between the two is less 
pronounced. This third pair, therefore, is referred to in sub- 
sequent discussion as"intermediate. A precise analysis of how 
all six cities fit the definitions provided for them may be found 
in Appendix Be | 


Industrial Stability 


In the big business cities studied in this report a few 
absentee-owned corporations provide most of the industrial employ= 
ment. 2/ Moreover, manufacturing activity in these cities is 


1/ The names of the cities must be withheld because much of the 


data obtained from the U.S. Census Bureau as well as other 
information is regarded as confidential. 


2/ Date on relative size of firm in the 6 cities are presented 
in Appendix Be 


ted in one or two industrial linese On the other hand, 

in small business cities manufacturing activity is oonduoted by 

numerous small, looally-cwned concerns operating in many industrial 
This is, of course, in keeping with the definitions of big 


lines. 
and small business cities adopted in this reporte 


concentra 


The power of the great corporation in big business cities, 
ver, is further enhanced by the fact that specialization in 
manufacturing as such, as opposed to wholesale and retail distribution, 
is aleo greater in big business cities. This means that in these 
cases the large absentee-owned Sorporations dominate not only the 
industrial payroll but the payroll of the entire city. 


howe 


This is shown in the following table. In big business 

77 percent of all employees are engaged in manufacturing, 
as against only 60 percent in small business city Be The ocorre- 
sponding figures for big business city C and small business city 
D are 78 and 59 percent respectively. Clearly, in the small 
business cities the proportion of workera is more evenly balanced 
as between manufacturing on the one hand and retail and wholesale 
distribution on the other. The data indicate «~ and further 
evidence is presented below -- that the big business cities are 


top-heavy industrially. 


city A» 


In cities E and F -=- the intermediate pair -- there is, 
however, no important difference in this respect; in fact big 
business city E is slightly less industrialized than che small 


business city Fe 
TABLE I 


DISTRIBUTION OF EMPLOYEES IN TRADE AND INDUSTRY, 
BY TYPE OF WORK 


ence A SS 


Cities Percentage Employed In 
VYanufacturing Wholesale Trade Retail Trade 

Ae Big Business v7 5 

Be Small Business 60 10 30 
C. Big Business 78 3 19 
D. Small Business 59 9 $2 
E. Intermediate ' 78 2 20 
F. Intermediate 82 ; 2 16 


LL 
Source: Ue. Se Bureau of the Censuse 
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Historical Background: Population. These differences in business 
Structure among the cities studied are clearly a 20th century 
development, paralleling the rise of big business in these areas. 
In 1890, all six cities were trading centers, primarily servicing 
the agricultural areas around theme Small business city B was 

then six times as large as big business city A.- Small business 
city D was then four times as large as big business city C. Cities 
E and F were around the same size. The population boom which 
subsequently occurred in the big business cities is illustrated 


in Tadle ile 


As big business units were opened in cities A and C, workers 
were recruited at a rapid rate. Between 1890 and 1940, the 
population of A multiplied 15 times; in C there was an eleven-fold 
increase in population. On the other hand, in the small business 
cities B and D, as Table II shows, the increase of population was 
neither so sporadic nor so swift. The rate of increase was due 


more to natural growth. 


These changes in population were, of course, accompanied 
by changes in the degree of industrialization. In 1890 the small 
business cities were more industrialized than the present big 
business citiese This situation, however, was soon reversed as 
the giant corporations opened plants in the big business cities. 


Differences in population change were not as pronounced be- 
treen the intermediate cities, although the increase was somewhat 
greater in the big business city Ee 


TABLE II 
Pt od 
PCPULATION SIZE AND RATE OF GROWTH: 1890 = 1940 


Percent increase in 


Cities Population population: ‘ Population 
1890 ae = ‘Ue - 1940 
1900 1910 1920 1930 1940 

ng Rig .Rusiness 10,000 35 190 240 60 =3 150,000 
Se «©6Small Business 60,900 45 30 20 20 =3 150,000 
C. Big Business 5,000 60 50 135 90 3 60 ,000 
De Small Business 20,000 35 60 20 10 -1 60,000 
Ee Intermediate 15,000 a 35 30° 25 5 39,000 
F. Intermediate 20,000 20 10 10 10 5 50,000 


1/ Vata in this table have been rounded in order to avoid disclosing the identity 
of the cities. 


Source: Us Se Census of Population. 
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Real Estate Historye The pepulation booms in cities A and C were 
Eee the recults of the rive of big business. As 4s frequently 
the case in such rapid developments, the sudden influx of workers 
was also accompanied by a real estate boom, followed by the usual, 
subsequent crash in real estate values. As the result of real 
estate speculation, the residential areas of the big business cities 
are now widely scattered and capriciously situated, while the 

hearts of these cities are marred by slums. Thus, in one of the 

big business cities, the uumber of residential lots increased 

more than four-fold within seven years. At the present, only one- 


fourth of tho warious reai estate subdivisions within the city is 
ocoupied by homes. Obviously, under these conditions of scattered 
development, the operating costs of the city rose substentially 
above an economical level; homes which were rapidly and poorly 
built soon deteriorated into slums. The better residential areas 
are now found in the suburbs while parts of the interior of the 


city resemble « ghost towne 


These facts were of interest to note at this point because 
they are related so directly to historical population trends. 
Measures documenting the housing conditions in big and small business 
cities, however, are presented in the following chapter. 


Employment, Vages and Number of Firms. Does big business perhaps 
Tend stability to other aspects of city life? Is employment 
steadier; are wages more stable; is the turnover in business 


population less? A study of these factors in the cities under 
investigation shows that the contrary is true. 


The fluctuations in industrial employment, industrial wages 
and number of establishments in the two distinctly big business 
cities are compared in Chart I with those in the two small business 
cities. Although the swings of the business cyole were the dominating 
factor in all cases, the chart also shows that the drop from 1929 
to 1933 in employment and in number of establishments -- as well as 
the rise in eubsequent years -=- was sharper for the big business 
cities. In the case of wages, the cyclical downswing was somewhat 
sharper for the small business cities while the rise was greater for 


the big business cities. 


The chart, however, fails to reveal the full extent of the 
difference in stability, as between the two types of cities. This 
difference is shown most cleerly by the indices of instability, as 
presented in Table III. These indices show the average percentage 
change from one biennial census year to the next in employment, 
wages and number of establishments from 1925 to 1939. In every 
case instability is more pronounced in the big business cities. 
Moreover, the difference is substantial, with the sole exception of 
wages in cities A and B, which hed nearly the same percentage changes 


- 9p 
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TARLE III 


INDICsS OF INSTARILITY® 


Emoloyment Wages Establishments 


Ae Big Business 29 16 16 
Re Small Business 20 15 13 
Ce Rig Business 64 16 19 
De Small Business 27 12 10 
E. Intermediate 19 14 13 
F. Intermediate 8 8 12 
Averages 

Big Business 37 15 16 

Small Business 18 12 12 


* These indices were obtained by computing chain index numbers 
showing percentage changes from one census year to the next 
for each of the series during the period 1925-1939. The 
deviations between the chain index numbers and 100 were then 
added for each series, disregarding signs, and the sum was 
divided by the number of yeser-toeyear changes, Thus, an 
index was obtained for each city showing the average percentage 
change from one census year to the next during the period 
1925-1939, disregarding the direction of change. 
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CHART=1_ 


FLUCTUATIONS IN EMPLOYMENT, WAGES AND 
NUMBER OF ESTABLISHMENTS IN BIG AND 
SMALL BUSINESS CITIES* 
1925-1939 


EMPLOYMENT 
NUMBER OF WAGE EARNERS 


XN 
——_}—— 
BUSINESS N 


N 


WAGES 
AVERAGE ANNUAL WAGE PER WORKER 


| 
a SMALL BUSINESS 


BUSINESS 


~~ BIG BUSINESS 


*LINES MARKED “SMALL BUSINESS" ARE BASED ON SIMPLE AVERAGES OF THE INDEX 
NUMBERS FOR SMALL BUSINESS CITIES B AND D. LINES MARKED “BIG BUSINESS 


ARE BASED ON SIMPLE AVERAGES OF THE INDEX NUMBERS FOR BIG BUSINESS 
CITIES A AND C. 


Source: U, 3. BUREAU OF THE CENSUS 
=II- —— 
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Thus, the average percentage change in employment in big 
business city C was 64 percent, as comparod with 27 peroent in small 
business city De The corresponding figures were 29 percent for 
big business oity A as against 20 percent for small business city 
Be In wages the average change was 16 percent for C as against 
12 for D3; 16 percent for A as against 15 for B. 


Tne average relative change in number of establishments was 
almost twice as great in big business city C as in small business 
city D, nearly 25 percent greater in A than in Be Likewise, as 
Table III shows, instabdjlity in employment, wages and number of 
establishments was considerably greater in big business city F 
than in small business city Fe 


If instability is a fault -+ economic and social -- and 
few would contend otherwise, then it is certain that, when judged 
by this standard, the small business cities are clearly the better 
communitiese 


Retail Sales 


In small business cities, as noted above, a large proportion 
of workers are engaged in retail trade. This suggests that a 
greater variety of goods and services are available at retail to 
residents of small business cities -- a fact which was corroborated 
by field investigation. As Chart II shows, the valne of retail 
sales per capita is greater in the small business cities than in 
the big business cities -- $490 for B as against $473 for A, $663 
for D as against $469 for C. Cities E and F also differ sub- 
stantially in the same waye This is all the more striking in view 
of the fact that wages ere higher in the big business communities. 1/ 


These figures, of course, do not necessarily indicate that 
the average resident in small business cities consumed more. In= 
vestigation reveals another reason for the difference in per capita 
retail sales. The residents, of big business cities in large measure 
go elsewhere to buy. In contrast, the smal? tusiness oities attract 
buyers from other areas. Generally speaking, stores in the small 
business cities are better managed, more attractive, and offer 
greater variety. 


. There are several reasons for this difference in the quality 
of retail] service, the prinoipal one of whioh is the dominance of 


‘ 
om mm ee ee ee ee eee eee 


V/ See Appendix Boon "The Structure of Rig and Small Rusiness Cities." 
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a few large absentee-owned industrial firms in the big business 
cities» The result of this dominance, from a retailers' point 
of view, is continuous uncertainty.e It has already been shown 
that fluctuations in employment and wages are greater in big 
business citiese However, of at least equal importance in this 
connection, is the faot that a decision on the part of a great 
corporation to close one of its plants might be sufficient to 
throw the majority of industrial workers in a big business city 
out of jobse For a retailer, dependent upon the town's ability 
to buy, this is a huge riske The attitude of a typical retailer 
is illustrated by the ‘following verbatim account of an interview 
between an SWPC field representative and a big business city 


merchant: 


Question : “tow much of the wage dollar earned here is 
spent elsewhere?" 


answer: "I would judge about 50%." 
Question: "Why do you think that is so?" 


Answer: “Well, there are better stores in X (a city about 
30 miles distant, slightly larger)." 


Question: "Why is that? Your store is as good as any store 
over there." 


Answer: "Well, you don't see many as nice as mine around 
heree I'll tell you the reason thoughe You see, when these big 
plants go bust everything in this whole place goes bust. When 
they're running like now, with the war, we do all right. Put 
they have shut down in the past, and they might shut down again. 
Then what's to keep them from moving somewhere else? People 
naturally hesitate to put money into nice retail stores always 
facing these possibilities, of a shut-down or a moveeout.e So when 
things do boom here, X gets a lot of our business." 


Question: "Do the local banks reflect that situation? I 
mean is it hard to get money from them?" 


Answer: "Say, even in good times you can't get money from 
them." 


Question: "Well, what is needed to make retail trade 
flourish here?" 
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Answer: “What we need is diversiNed employwent, eo when 
one place isn't humming a man can go somewhere else in the town. 
A man can get a home, and then employment collapses, and then he 
has to sacrifice his homee Now it's tne sane way with retail 
trade and with investment generally. ‘obody wants to set up retail 


shops here or anywhere else where one or two outlits om 590 percent 


of all the assets of the town. Their harards are far too great." 


Question: "Nay I ask how you manage to have such a nice 


place?" 
Answer: “Sure, I own this whole outfit. Asa eatter of fact, 
Tre 


my father did before mee It's all paic fo nm adcition, I have 
a little stock in (a major U.S. Corporation) and a little farz 
my grandfather bought upe So when the plants slacken up or close 


down I can coast for awhile." 


As indicated previously, there sre several contributing 
reasons for the more abundant retail facilities in small tusiress 
townse Small business cities have greater recreational facilities 
and thus tend to attract more tourist trade. (As shown in the rext 
chapter, small business cities snend nearly twice as ruch on 
recreation as do big business cities). ‘oreover, small busiress 

the town. Th 


cities attract mere jobbers and wholesale buyers into 
many small locally-owned firms in these cities require the servi 

of wholesalers in order to distribute their vroducts. On the other 
hand, the dig absentee-owned corporations usually man 
distribution problems from a central office located ina di 
metropolitun center. It is interestirg to note, in this ec Cc 
thet there are twice as many hotel guest rooms in the small bus 
cities as there are in the big businsss cities. & ir : 
hotel business in cities 5 and PD are about four to 


nN 


great as in cities A and ¢. 


f 
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The Rich and the Poor 


It appears likely on the basis of general conside 
thet the distribution of income is more unequal in big busines 
Where bi daninetes, 


cities than in small business cities. g dusiness 
3 


one would expect to fird at the top a few who are wealthy and at the 
bottom a great many who are poor. One would expect a substantial 
gap between the extremes. This follows from the fact that in vig 
business cities the independent middle class is squeered and in same 
cases all but eliminated. It is in the small business cities, on 
the other hand, that the independent middle olass thrives. 


BaeOo1 PLY 
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Gomplete data on the distribution of income in the cities 
studied in this revort are unavailable. Nevertheless, the evidence 
which is available tends to substantiate the renernalization set 
forth above.e Tn Chart III is shown the number of income tax 
returns made in each of the cities ver 1,000 population. Clearly 
the relative numher of peonle subject to the income tax was cone- 
sicerably greater in the small business cities -- 38 out of every 
1,000 in B as arainst 27 in A, 47 in D as apainst 24 inc. The 
difference was also substantial in cities FE and F indicating once 
more the resemblance they bear, respectively, to big business 
cities and small business cities. 


In the lower section of Chart III is show the relative 
number of people whose incomes were $10,000 or over in each city. 
Again the contrast between big business and small business cities 
is very great. The number is ten per 10,000 population in city ® 
as against five per 10,000 in A and 18 in D as against two in C. 
The difference in this respect between cities E and F is minor. 


Taken as a whole, these data indicate clearly the streneth 
of the independent middle class in small business cities and its 
comparative weakness in big business cities. They indicate as 
well that in big business cities, dominated by large absentee- 
owned firms, money in large quantities is syphoned out to other 


parts of the country. 


Hence, it may be concluded that the ideal of a balanced 
city economy is much more closely apnroached by the small business 
cities studied in this report than by the big business cities. 
Fmoloyment in the small business cities is more diversified, not 
only with resnect to different lines of manufacture, but with 
resnect to the broad range of vursuits subsumed under "trade and 
industry.": The range and quality of retail services are ona 
higher level in these cities. Fluctuations in emoloyment, in 
wages, and in number of establishments are substantially smaller. 
A larger proportion of the people in small business cities earn 
medium or high incomes and there is less of a gap between high 
and low incomes. . 


These factors all make for a higher level of civic welfare 
in the small business cities. There are, however, other important 
factors in civic welfare. In the following chapter the relative 
level of civic welfare -- broadly defined -- is measured for the 
six cities surveyed in this reporte 


a: 
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MEDIUM AND HIGH INCOMES 


INCOME TAX RETURNS 
PER 1,000 POPULATION: 1934 
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CHAPTER III 


CIVIC WELFARE 


The measurement of the relative level of welfare in 
cities is not as difficult as it may appear at first thought. 
It is true that a "good" city may mean different things to 
different people. Nevertheless, there are numerous standards 
of welfare on which virtually every one will agree. Clearly 
a city is "better" if fewer of its chilaren die during their 
first yeer after birth, if it has more parks for children to 
play in, and more recreation facilities for all oge groups. 
Housing, health, utilities, cultural facilities, ond per cavita 
income, for example, are agreed upon as obvious elements in eny 
meesure of civic welfare. 


Leading Sociologists have given consideraodle time and 
study to this problem of measurement. One of the nation's 
best known social scientists, Dr. E. L. Thorndike,i/ has 
developed a measure of civic welfare inciuding 300 different 
measurable items. These 200 items were examined from various 
statistical points ot view in an effort to determine to what 
extent they were correlated with one another. By this pro- 
cedure it was possible to eliminate all but 37 items end thus 
establish a measure of civic welfare fully as accurate as the 
larger one but more economical. 


It is this measure of civic welfare -- called by Tnorndixe 
2 "Gscore" -- which is used in this report. The 37 items 
included in this index are listed below: 


ee ne er se ee re ne a ee 


1/ Your City, 1989. Thorndike calls his measure an “index 
of civic goodness." 
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Items 


TABLE IV 
COMPONENTS OF THH G-SCORE OR INDEX 


Items of Health 


1. Infant, death-rate (reversed) 

2. General death-rate (reversed) 

id death-rate (reversed) 

4. Appendicitis death-rate (reversed) 

5. Puerperal diseases death-rate (reversed) 


6. Per 
7. =‘FPer 
8. Per 


9. Per 


capita public 
capita public 
capita public 
capita public 


Items of Education 


expenditures for schools 

expenditures for teachers' salaries 
expenditures for textbooks and supplies 
expenditures for libraries and museuns 


10. Percentage of persons sixteen to seventeen attending schools 
ll. Percentage of persons eighteen to twenty attending schools 
12. Average salary high school teacher 

13. Average salary elementary school teacher 


Items of Recreation 


14. Per capita public expenditures for recreation 
15. Per capita acreage of public parks 


Economic and "Social" Items 


16. Rarity of extreme poverty 

17. Rarity of less extreme poverty 

18. Infreouency of gainful employment for boys 10-14 
19. Infreouency of gainful employment for gitls 10-14 
20. Average wage of workers in factories 


21. Frecuency of home ownership (per capita number of homes owned) 


<2. Per capita support of the Y.M.C.A. 
<3. Excess of physicians, nurses, and teachers over male 
domestic servants 


24. Per 
25. Per 
26. Per 
27. Per 
28. Per 


Utilities and Durable Goods 


capita domestic installations of electricity 
capita domestic installations of gas 


capita number 


of automobiles 


capita domestic installations of telephones 
capita domestic installations of radios 


“« 15 = 


a: eal 


ap 


eS ee ee ened 


— ann * 
Aypronhe 
Item mabe 
scion cmt acta et, hn SS LAE LA ALL ILE Wolmit 
Other Ltoms 
29, Percent of literacy in the total population (roveraed) oh 
50. Per capita circulation of Better homes ond Gardens, 
Good Housekeeping ond the National Goographic Magazine i 
Sl. Per capita circulation of the Literary Digest ’ 
32. Death rate from syphilis (reversed) A 
33. Death rate from homicide (reversed) st 
34. Death rate from automobile accidents (reversed) 4 
35. Per capita value of asylume, schools, libraries, museums, 
and parks owned by the public 6; 
36. Ratio of value of schools, etc., to valuo of jolls, etc. 10 
37. Per capita public property minus public debt 6 
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In the following table are shown the indices of civic wolfare 
score) computed for the 6 cities studied in this report. These 
esures show that in each case the level of civic welfare 1s tub< 
tantially higher in the small business cities. Thus the score in 
ity B is 120 points higner or 17% above that of city A. In city D 
he score is 130 points higher or 19% above that of city ©. In the 
two intermediate cases, E and F, the difference 1s mich smaller. 
Nevertheless, the score in city 1, which more closely resemblos o 
small business city, is 20 points higher or about 4% above that of 
city EZ, which more closely resembles a big business city. The fact 
thet voth Z end F heve lower scores than the other four citlos is 
due partly to regional differences, although both, of course, are in 
the same region. 


Table V 


THORNDIKZ'S INDEX OF CIVIC WELYARE 


G—Score 
4. Big Business 690 
B. Small Business 810 
C. Big Business 680 
D. Small Business 810 
EK. Intermediate 560 
F, Intermediate 580 


RE 


— 


_ 


1/ For the method of computing these indices, see Thorndike, 
op. cit., Chapter X. 
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Are the differences between the big business and small business 
cities large or small compared with the variation among oll indus- 
trial cities in the United States? The original studies of Thorndike 
indicate that Gscores for industrial cities in the United States 
range from a low of about 400 to a high of about 850. Moreover, 
mich of the difference found in these scores is accounted for by 
regional variations: thus, most of the low-score cities are in the 
South. The cities compared in this report, however, are in eacn case 


in the same region. It may be concluded, therefore, that the 
differences between big business and small business cities studied in 


this report are substantial, amounting to approximately one-fittn of 
the total difference between the lowest ranking industrial city found 
anywhere in the adi States by Thorndike, and the highest ranking 


industrial city. 


In Charts 4 to 8 are shown measures of some of the individual 
standards employed for judging civic welfare; most of these individual 
measures are the same as those included in the Over—all measures of 
civic welfare (Thorndike's G-Score) described above. Three of the 
charts bear on health and sanitation, four on culture, recreation and 
religion, two on education, two on housing, and two on utilities. In 
the great majority of these cases, the rating of small business cities 


is clearly superior. 


hus, as shown in Chart 4, housing conditions are clearly 
superior in the small business cities. The top of this cnart illus- 
trates the relative prevalence of overcrowded housing conditions when 
judged by a standard commonly used for this purpose; namely, the 
number of dwellings with an average of more than 1.5 persons per roon. 
For example, in big business city A, more than 3.5 percent of all 
dwellings are overcrowded, when judged by this standard, as against 
only 1.4 percent of all dwelling units in small business city B. In 
big business city C, 5.1 percent of all dwelling units are overcrowded 
as against only 1.8 percent in D. Similarly, big business city Eis 
more overcrowded than small business city F. 


the bottom of this chart shows that the proportion ot homes 
Owned by the occupants is slightly greater in small business cities 
D and F than in the corresponding big business cities, but is the 
Seme in cities A ana B. 


Similarly, from the top of Gnart 5 it is apparent thet the 
chance that a baby will die within a year after birth is 
@ppreciably greater in the big than in the small business cities. 
the death rate of infants within a year after birth was 40.4 


1/ In all, Thorndike's measurements covered 310 American cities. 
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CHART-IV 


HOUSING 


SLUMS 
PERCENTAGE OF DWELLINGS WITH \MORE THAN |.5 PERSONS PER ROOM 
PERCENT 
rs 3 


CITIES 


A 
B 


Cc 
D 18% 


3.2% 
24% 


HOME OWNERSHIP 
PER 100 PERSONS 
re NUMBER 
CITIES ie) 5 : 
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HEALTH AND SANITATION 
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per 1000 live births in big business city A as ogeinst only 
33.9 per 1000 in small business city B. The desth rate wag 
45.7 in big business city C as against only 24.9 in smell 
business city D. For the intermediate pair, city F had a 
somewhat higher death rate than city E. 


In the center of the chart, it 18 seen that small business 
cities also show to advantege with respect to public expenditures 
on health. Although public expenditures on health per capite 
are the same in cities A and B, they are substentially greater 
in the other two small business cities than in the corresponding 
big business cities. On the other hand, public expenditures 
on sanitation per capitaare in every case greater in the big 


business city- 


Chart 6 shows certain measures bearing on culture, recreation 
and religion. Thus, public expenditures on recreation, per capita, 
are substantially greater in small business cities B and D than in 
dig business cities A and C -- $1.31 as egainst 87¢, ond $1.63 as 
against 59¢. In cities E and F expenditures are the same. Public 
expenditures on libraries (shown in the same chart) are eleo greater 
in. small business cities B and D than in the corresponding big 
business cities. In this case city E, however, ranks somewhat 


higher than F. 


Moreover, judged by magazine circulation, the interest of 
residents in literature and educational subjects is greater in 
small business cities B end D than in the big business cities. 

In this respect again, however, city E rates better than city F. 
The proportion of residents who are church members (shown in the 
bottom of Ghart 6) is in every case greater in the small business 
city. 


The record on two measures bearing on education (Chart 7) 
is on the whole better in the small business cities. Expenditures 
On vublic schools per student ere greater in small business cities 
D and F than in the corresponding big business cities, while in 
cities A and B they are the same. Again, it appears from the 
bottom of this chart that children are maintained in school for a 
longer period of time in smell business cities D and F. In this 
respect, however, big business city A ranks somewhat higher than 
small business city B. 


Finally, in Chart 8, it is shown that residents in smal] 
business cities are in every case more adequately provided with 


the common utilities -- telephones and electricity -- than are 
the residents of the big business cities. 
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CHART = VI 


CULTURE, RECREATION 
AND RELIGION 
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GHART-VII 


EDUCATION 


PUBLIC SCHOOL EXPENDITURES 
PER STUDENT, 1937-38 
DOLLARS 


CITIES 
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PERCENTAGE ATTENDING SCHOOL 
PERSONS 16 OR I7 YEARS OLD, 1940 
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UTILITIES 
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Of course, the thirteen items displayed in Charts 4 to 8 
do not represent fully the broad level of civic welfere in the 
six cities surveyed. These items were discussed for illustrative 
purposes only. A truly representative list of items, however, 
was employed in the 37-item G-score previously discussed. And 
this index shows clearly the substantially higher level of civic 


welfsre in the small business cities. 


CHAPTER IV 


RIG RUSINESS, CTVIC SPIRIT, 
AND THE MTDDLE CLASSES 


Wages paid for work in manufacturing, wholesale distribution, 


and retail trade are greater in the big, business cities -- and 
have been so for at least two decades. This is shown in Appendix Be 


Nonetheless, small business cities appear to have higher civic 
levels, a more balanced economy, and a greater degree of industrial 
stability. That their civic levels are higher has been shown by 
the composite index, known as the G-score, and by a series of 
individual] standards, presented in the preceding chapter. 


What is the answer to this paradox? Why are civic levels 
higher in the lower wage-scale, sma]l1 business cities? Is this 
situation merely the result of an historical accident or can it 
be traced to differences in industrial organization? That is the 


question with which this chapter is concerned. 


It is believed, as a result of field investigation, that 
the lower levels of civic welfare in the big business cities can 
be traced largely to their industrial structure -- specifically 
to big business. One of the keys to this relationship may be 
found in an examination of "civie spirit" in big and small business 


cities, discussed below. 


The Meaning of Civie Snirit 


What is meant by civic snirit? This is an imnortant question 
because the existence of an active spirit contributes to higher 
civic levels. Civie snirit may be said to exist ina city where 
there is widespread participation in civic affairs on the part of 
those able to benefit a community by voluntary management of civic 
enterprises. These enterprises may consist of attempts to improve 
the parks, obtain better schools, make the streets broader, etc. 


Enterprises of this kind are carried on extensively only if 
there exists an active civic spirit. In the eérmunities studied, 
it was found that civic spirit did not have firm roots in the big 
business cities, and insofar as it existed it was of a different, 
and less active type than that which prevailed in the small 
business cities. Essentially, it was found that big business 
tends to dry up civic spirit. There are at least six definite 
reasons why civic spirit -- and thus civic welfare -- tends to be 
te in the small business cities. These reasons are discussed 

We 


o 20 « 


(1). Civic Spirit and the Independent Middle Class. 


The independent middle class -—~ particularly the small 


businessman -—— has traditionally been the chief participant in 
1/ For one thing, he usually 


the management of civic enterprises. 
has some time and money available with which to interest himself 


in these matters. He is, on the average, fairly well educated. 
His work in conducting a amall business trains him for initiative 
and responsibility. He is thrown into constant contact with the 


administrative and political figures of the city. 


Furthermore, the small businessman often stands to benefit 
personally as a result of civic improvement; for example, better 
highways and streets lead to greater sales for the retail merchant. 

dictates that the businessman in the small busi- 


Mere self-interest 
ness city should be someone civically. By participating actively 
This is of 


in civic affairs, he widens his circle of contacts. 
economic importance since businessmen are likely to buy and sell 
from each other extensively in small business cities, while for 
retailere the good will of the community obviously has definite 


value in dollars and cents. 


In the big business cities, however, there is no particular 
reason for the officials of the giant corporations to be personally 
well-known among the small businessmen in the community. The 
economic condition of the giant corporation is in no way dependent 
upon contacts with local people. This fact that there is no 
economic incentive for officials of absentee-owned corporations 
"to be someone civically" is among the most important causes of 
the lower levels of civic welfare in the big business cities. 


(2). The Size end Composition of the Middle Class. 


In big business cities the independent middle cless is 
characteristically much smaller than in the small business cities. 


1/ It 18 shown later that the usual pattern of civic spirit in 
small business cities involves the leadership of the independent 
middle clase in civic affeirs along with the cooperative parti- 
Cipation of labor. Thus, where this pattern prevails, it is 
necessary that (1) the independent middle class assume civic 
leadership; (2) there be an actual -- or at least a mutual 
belief in the -- identity of interests of small businessmen 
and labor, and (3) there be a further identification of these 
interests with the welfare of the city as a whole. 
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Thus, there are four times as many manufacturers in the small 
suciness cities, and thie is true despite the fact that the 
anall business cities are not quite so industrialized as measured 


by the proportion of employees who work in manufacturing. 
Furthermore, in small business cities there are approximately 

three timesas many business proprietors in all fields -- retail, 
wholesale, services, manufacturing, etc. -— as in big business 


cities. 
Moreover, the middle class ie not only larger in the small 
businese cities; it is of a different kind. In the big business 


cities the middle class tends to be the salaried employees of the 
In the small business cities, it 


absentee-owned corporations. 
tends to consist more of the predominantly independent proprie- 
tors, firm members, and officials of local corporations. 


This is evident from the following table which shows the 
composition of all persons gainfully employed in manufacturing 


establishments other than wage earners in one of the pairs of 
cities studied. Although this information was available for only 


one of the three pairs of cities, the results may be expected to 
be similar for all cities having the same type of industrial 


composition. 
Big Business Small Business 
Cities Cities 
Proprietors and Firm Members 2% 9% 
Officials of Corvorations 1 14 
Salaried Employees 97 ee ae 
Total 100% 100% 


The small business city, relatively, has more than four times 
as pany firm proprietors and fourteen times as many officials of 
corporations. These differences in the composition of the middle 
class are actually wider than is indicated in the above figures, 
since they relate to manufacturing, and there are far fewer leaders 
in wholesale and retail establishments in big than in small business 


Cities, 


‘ This difference in the composition of the middle class in 
the big as against the small business cities, as shown in the above 
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table, is merely the local manifestation of a national trend -— 
the trend of independent small businessmen being displaced by 
clerical and sales employees. Indeed, this trend has been 
powerfully reflected in the occupational distribution of gainful 
workers for the United States as a whole. Thus, as shown in the 
tabulation below, in 1900 nearly 31 percent of all gainful workers 
in the United States were self-employed enterprisers. By 1939 
thie figure had been reduced to 18.8 percent. The relative 
decline in the importance of agriculture was the most important 
cause of this decline. In addition, however, in 1900 a total of 
8.2 percent of all gainful workers were non-farm business pro- 
prietors. By 1939 this figure had been reduced to 6.1 percent. 
On the other hand the number of employees rose from 69.2 percent 
of all geinful workers in 1900 to 81.2 percent in 1939. And, 
what is more important to this report, clerical end sales employees 
showed a startling increase of from 8.0 percent of all gainful 
workers in 1900 to 18.3 percent in 1939. 


In big business cities the independent middle class is thus 
being displaced by a middle Class consisting larzely of the salaried 
employees of the giant corporations. From the point of view of 
civic spirit and civic welfare, this is of great importance. For 
there is apparently less incentive and less chance for these sal- 
aried people to take the lead in civic enterprises. They lack the 
economic independence and civic organization of an active small 
business class. If they try to carry foward civic improvements, 
they can usually do so only with the permission -— explicit or 
otherwise -- of the corporation upon which they depend for their 
economic existence. 


(3). The Patterns of Success. 


The traditional.pattern of success for the independent busi- 
nessman consists of: (a) founding a business enterprise and (bd) 
conducting and expanding that enterprise. But in the big business 
city the pattern is quite different; it involves (a) getting a 
"forward looking" job in one of the existing big corporations and 
(bd) working one's way up the line within this corporation. This 
first type of success pattern may be called that of the business 
enterpvriser; the second, that of the business careerist. Rising 
within a city's business and civic hierarchy is a far different 
affair from climbing within the corporate hierarchy. Obviously, 
as the economy becomes increasingly concentrated, the latter avenue 
to success becomes increasingly important and the former correspond- 
ingly declines, 


It is in part a reflection of this situation that a far 
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Table VI 


Occupational Distribution of Gainful Workers, 
1900 - 1939, as a Percentage of All 
Gainful Workers 


1900 1920 1939 
All Gainful Workers 100.0 100.0 100.0 
All Employees 69.2 76.5 81.2 
Wage Earners . 56.5 55.0 54.3 
Clerical and Sales Employees 8.0 14.7 18.3 
Professional Employees 3.4 4.2 5.6 
Managerial Employees 1.3 2.6 3.0 
All Self-Employed Enterprisers 30.8 23.5 18.8 
Farmers 21.4 16.0 11.8 
Non-Farm Business Enterprisers 8.2 6.5 6.1 
Professional Practitioners Ls 1.0 0.9 


Source: Bell, Spurgeon, Productivity, Wages, and National Income, 
The BrookingsInstitution, 1940. 
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larger proportion of the "bright young men" in the big business 
cities studied, failed to return from college to their own 
community. Rather, they typically sought distant, greener 
pastures for their business or professional life. 


Although complete figures were not available, enough in- 
formation was obtained from field investigation to corroborate 
this point that, proportionately, fewer college students return 
to their home towns in the big than in the small business cities. 
Thus, a schoolboard member of one of the big business cities 


declared: 


"T have been a schoolboard member for some ten years, 
and I know that as many as ten percent of the high school 
graduates from one of our high schools go to college, 
mainly the sons of lawyers, doctors, dentists, teachers, 
and the better real estate people. But not more than two 
out of the ten come back to this city. The girls go away 
and teach some place else. Rarely do our high school 
graduates who have gone on to the normal schools come back 
to teach here. The boys go on into the large industrial 
plants elsewhere to be engineers. There are practically 
no father-son combinations; that 18 very rare in this town." 


Not only do fewer of the “bright young men" return to the 
big than to the small business cities; those who do return to the 
big business city are frequently drawn into the corporate hierarchy. 
fhus they adopt a form of economic life which offers little incen- 
tive or reward for civic activities. , 


The business careerist, of course, looks for his advance- 
ment, not to local individuals or institutions, but rather to the 
officials of the corporation. A good corporation man obviously 
represents the corporation, not simply the branch of it which 
happens to be lecated in his old home town. There is no reason for 
corporate officials to include among the standards used for pro- 
moting subordinates any contributions made to local civic welfare. 
Such contributions benefit the business careerist only if, ty chance 
or design, they happen to benefit the profit position of the corpo- 
ration, And, as will be shown later, civic activity which is of 
such a nature that it benefite the corporation often damages rather 
than benefits the city. 


Not only does it appear that civic activity is conspicuously 
absent from the standards used in promoting him; the truly success- 
ful business careerist is one who moves, physically, out of the 
city. For real success in a great absentee-owned firm involves 
rising in the corporation. Thies in turn means getting out of town 
and inte the central office. ce 
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In sharp contrast, the business enterpriser, the young 
who returns to the small city and founds a local business, 
angronine on the business of his father remains locally rooted 


orientated. His own business success is linked to 
and locally The processes which encourage 


his participation in civic affairs, 
civic participation among businessmen in the small business cities, 


as described above, apply to hin. 


In short, fewer of the "bright young men" return to the 
big than to the ymall business city, and a large proportion of 
those who do return are drawn into the big corporations. In either 
case their contribution to the community's welfare is ordinarily 
negligible. Thus, do the wellsprings of civic activity dry up as 
the American economy becomes increasingly concentrated. 


(4). The Distribution of Prestige 


In small business cities, as has been 
local businessmen compete in civic activity, 
their own economic position and gaining in social prestige. In 
big business cities, however, there is much less of such activity, 
even emong independent small businessmen. Social prestige is 
€ained by an entirely different route. It igs achieved by "getting 
in with" and imitating those who hold the real power and prestige 
in the city -- namely, the executives of the big corporations and 
their wives. Beside them, the Standing of small businessmen in 


the cormunity is dwarfed, 


pointed out, the 
thereby improving 


evealed that such social standing 
as the local middle class in the big business cities may secure is . 
obtained through association with the leading officials of the ereat 
absentee-owned firms, through following their style of living, 
through moving to their suburbs, attending their social functions, 
duplicating in miniature, so to speek, their behavior. Since the 


chief interests of the corporation group do not characteristically 
include civic affairs, the local middle class correspondingly tends 
to drift away from civic enterprises. 


; Interviews in the field with well~infarmed residents of a 
ig business city -- schoolboard members, local businessr an, 
librarians — revealed the following facts: 


Field investigation has r 


1. The chier executives of the corporation — the plant mana- 
sers and officials having over $10,000 or $15,000 a year 


income ~- are without question at the top of the city's 
80cial structure. They do not typically have any material 
interests in civic affairs and, indeed, often look with 


~ 56. 


condescension on "local stuff." During the 1930's 
this group, in some of the cities surveyed, moved 
out of the city's limits into an exclusive suburb of 
their own. "They have their own schools and parks, 
and their own social clubs and other ectivities." 


2. The old local social leaders of the city, as well as 
the general middle class, has been displaced as social 
leaders by the corporation group. The prestige of 
these former leaders was based upon long residence in 


the city, and in some cases, upon ownership of real 


estate. Their incomes range from $5,000 to $20,000 


a year. 
3. The old upper middle class now frequently acknowledges 
the social leadership of the corporation group. They 
struggle to be invited to the affairs of the new 
leaders. They attempt — usually without success — 
to marry into their circle. One of the most obvious 
symptoms of the drift of things is the definite nove— 
ment of these old families into the exclusive suburbs 


built largely by the corporation managers. 


The tendency of the old upper middle class to imitate 
and try to "get in with" the corporation grown, coupled 
with the tendency of the "bright young men" to leave 
the city or become business careerists is cresting a 


civic vacuum in the big business city. Civic-minded 
leadership in the city's affairs is seriously lacking. 


This matter of social prestige is possibly even more im 
portant to women than to men. Certainly, middle class women are 
frequently more active than men in civic matters —= particularly 
in those relating to education, health and charities -- if for no 
Other reason than thet they have more time available. 


Although women will participate in civic affairs for a 
variety of reasons -- including, of course, the simple desire 
to be of help and service to the community -- they will generally 
participate to a greater extent if (a) "it is the thing to do," 
that is, if it increases their social prestige, or (b) it helps 
their husband's business. These motivating drives behind civic 
activity are much stronger in the small than in the big business 
cities; in fact, they are often practically nonexistent in the 


big business cities. 


In the big business cities, women gain little social prestige 


by participating in civic affairs. This is because the women at the 
tep of the city's social structure -- the wives of the corporation's 


- 37 . 


executives -- are not concerned with local civic matters. They 
are usually concerned, rather, with trips to metropolitan centers, 
parties and other functions, journeys to the country, the very 
latest fashions, celebrities, etc. They are not even concerned 
with such an apparently important civic metter to them as educa- 
tion. This is because they send their own children to exclusive 
schools or because they have their own schools in their own 
suburds, distinct and separate from the city's schools. A typi- 
cal middle class woman in a big business city could work herself 
to the bone on civic matters and never be noticed or accepted by 
the executives' wives. But, if it became known that, by some 
chance, she happened to be well acquainted with a metropolitan 
celebrity, she might well be "in," 


In the small business cities, there igs generally widespread 
particivation in civic matters by wives of local businessmen, This 
means that civic activity is "the thing to do" and social prestige 
is gained from it. Rivalry develops for leadership in civic enter- 
prises. And although this rivalry leads to many minor tenpests, 
civic welfare usually gains from it, 


A second underlying motive for women to participate in civic 
affairs — to help their husband's business --= hardly exists at 
all in the big business cities, but 4s very important in the anall 
business cities. The corporate officials in the big business 
cities have very few business dealings with other businessmen in 
the city. Their dealings are largely with distant individuals, 
such as buyers of the plant's products, sellers of materials and 
parts, etc. Even when the official undertakes some deal with a 
local businessman, no social contact is required, no friendly re 
lationship is necessitated, the name of the corporation is enough. 
This means, in effect, that it is completely unnecessary for the 
corporate official's wife to participate in civic activities in 
order to help her husband! s business. The power of the corporation's 
neme will readily provide hin with all of the contacts in the city 
that he will ever require, 


The situation is just the reverse in the small business 
towns. There, the local businessmen usually have extensive dealings 
with each other. They often buy and sell from each other and to 
the same customers. Widespread contacts and-friendly relationships 
with other businessmen in the town are a requisite to a successful 
business enterprise. Obviously, these contacts will be widened if 
the wife actively interests herself in civic matters. 


There seems to be little doubt but that the active role 
pleyed by women in civic affairs in the small business cities de 
finitely contributes to their higher levels of civic welfare. 
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(5). Real and Apparent Power. 


Although the officials of the large absentee-owned firms 
have little interest in civic affairs, they, nonetheless, actually 


run the big business cities studied in this report. 


The answer 


to this apparent paradox is that corporation men, in fact, take 
action in civic affairs only when these civic affairs impinge 


upon corporation interests. 


In such cases, the influence of 


corporation men is often exerted surreptitiously, behind the 
concealing facade of locel puppets and official figureheads. 
It is in this sense that officials of the great absentee-owned 
firms in big business cities possess the real power in civic 
affairs, although the apparent power may reside elsewhere. 


The basis of power for the great absentee—owned firms is 
ebvious ~~ for one or a very few such corporations dominate the 


entire economy of a big business city. 


As one retailer in a big 


business city said, "If you live in this town, you just know that 
you're working for them, whether you're working in their plants 


or not." 


Their direct economic controls -— which may spread, for 


example, to the control over local banks, etc. -- are, therefore, 


taken for granted. 
facet of urban life are less obvious. 


Their indirect controls over virtually every 
The way in which these 


controls are promulgated and enforced is described below, the 
information being based in all cases upon interviews with residents 


of big business cities. 


is 


The most powerful weapon absentee-owned cornorations 
possess is the threat to leave town. This threat is 
employed as a veto power, that is, as a measure of last 
resort to be employed against any city project which 
the corporation may seriously opsose. The projects 
opposed may involve any of a wide range of subjects 
such as the level of real estate taxes, the costruction 
of a highway, or the demands of organized labor. In 
any event the powerful veto in the hands of large, 
absentee-owned corporations is in effect the power of 
life or death over the economic life of the town as a 
whole. It affects the town's bank, the Chamber of 
Commerce, small businessmen -- especially retailers -- 
labor and city officials alike. The history of its use 
in the big business cities studied shows that it is 
effective, . 


Thus, in one of the big business cities, an issue was 
up for decision. The word was passed down the line -~ 
through the town's largest banker and the secretary 

of the Chamber of Commerce -- that the largest corpora- 
tion was seriously considering moving its plants to 
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another city. According to amoll businessmen in 

the town, as well as labor and city officials, there 
was near panic. ™he mensure in question wns dropped. 

As evidence of disavvroval of a city project, big 
corporation officials may simnly refrain from partici- 
wating in activities of the sponsoring organization. 
mhus, they may adsent thomeelves from meetings, or with- 
hold financial suvvort. These methods, investigations 
disclose, are also effective. In one bi¢ business 

city, for exanvle, the chief officer of the local 
Chamber of Commerce opvosed measures supported by the 
die corvoration officials. The officials simply with- 
irew from the organization and did not return until 
shortly thereafter a new officer was appointed. Local 
residents said of the officer that "He seemed a rather 
competent fellow. A lot of pveople around here liked 
him all right. It was just thet he didn't fit in with 
the plants. That's why they pushed him out." 


Officials of absentee-owned plants may exercise control, 
indirectly, through one or more local small businessmen. 
"They don't want it to apvear that they control things," 

a Chamber of Commerce official said. Nevertheless, be- 
hind the scenes -—- in this and in the other ways described— 
the, do "control things." Of course, the use of small 
businessmen for this purpose is accomplished through 
devious means. Thus, in one case brought to the attention 
of a field investigator, a local businessman was accepted 
in the socisl circle of the big corporation officials. 

He was, fisuratively, taken under the wing of one of the 
top families. He received membership in the best clubs, 
attended the vroper functions, was given social stature out 
of porpertion to that which he ordinarily might have ex-~ 
pected. “inally, vressure was exerted to elect the local 
man to official positions in the leading civic organiza- 
tions. Since big corporations usually control an undi- 
vided bloc of votes, this was easily accomplished. The 
result was to place the local man iy a highly strategic 
position. Whether or not he was maintained there, how. 
ever, devended entirely upon his behavior —— specifically, 
On whether or not he followed orders vromutly and ex- 
Pecitiously, In this case the local businessman was at 
One point induced to visit Washington to protest against 
a Pederal decision involving his town. This decision, 
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have little interest in civic affairs, they, nonetheless, actually 
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possess is the threat to leave town. This threat is 
employed as a veto power, that is, as a measure of last 
resort to be employed against any city project which 
the corporation may seriously oprose. The vrojects 
opposed may involve any of a wide range of subjects 
such as the level of real estate taxes, the caistruction 
of a highway, or the demands of orgenized labor. in 
any event the powerful veto in the hands of large, 
absentee-owned corporations is in effect the power of 
life or death over the economic life of the town as a 
whole. It affects the town's bank, the Chamber of 
Commerce, small businessmen -- especially retailers -- 
labor and city officials alike. The history of its use 
in the big business cities studied shows that it is 
effective, 


Thus, in one of the big business cities, an issue was 
up for decision. The word was passed down the line -- 
through the town's largest banker and the secretary 

of the Chamber of Commerce -~ that the largest cornora- 
tion was seriously considering moving its plants to 
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of porpertion to that which he ordinarily might have ex- 
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vided bloc of votes, this was easily accomplished. The 
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local residents agreed, would have benefited the small 
businessman's own economic interests, but would have 
interfered with the operations of the plant of the big 


absentee-owned corporation. 


One local small businessman, a retail merchant 
who had once served as mayor of a big business city, 
confided in a field investigator as follows; 


"How is it that you dropped out 


Questions 
of politics?" 
Answer: "I had to -- it was ruining my business. 
I'm really glad I'm not mayor anymore." 
Question; "How is that?" 
Answer: "Well, for example, a customer would cone 


in here and say: 'How about fixing my 
sidewalk. It's so badly cracked it's a 
menace to the family as well as passersby.' 
I would say: ‘I'll see what I can do. 

I agree it sure does need fixing.' So 1 
would go. to the boss (the man who ran the 
largest plant). He would just say no. 

So I would have to tell the customer no. 
It goes without saying that I would lose 
the customer and his friends too." 


This use of small businessmen in big business towns as the 
camouflaged shock troops of the corporate officials paralyzes the 
civic will of the middle classes and confuses their efforts. They 
see that civic activities which they believe ought to be pushed 
are opposed by members of their own class. This practice has the 
further effect of making the small businessmen the target for many 
of the grievances and complaints of the working men which are really 


caused by the corporate officials. 


(6). Labor and Civic Leadership. 


During recent years labor has played aneincreasingly evotive 
role in civic affairs, This is due to a wide variety of different 
causes including the organization of labor, the increased education 
and knowledge of the working man, the tendency of labor unions to 
take a more active role in political ard Governmental matters, etc. 


Although this study was not directly concerned with the above 
factors, an examination was made of the difference in participation 
by labor in civic affairs between the small an“ the big business 
cities. It was found that, in the cities studied, labor was more 
likely to participate cooperatively in civic matters, along with 
other social groups, in the small business cities. In the big 
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business cities on the other hand, if labor nartiotnated in civio 
ee ee it was more likely to do so indenendently and often 


in conflict with business froupse 


Apparently this was ‘ue to a number of reasons. In the 
first Dlace, the mere fact of smaller plants tends to informalize 
relations between owners and workers. Not only do the small business 
cities have smaller industrial plants; they contain higher pro- 
portions of retail and wholesale employees. Working conditions in 
reteil and services fields are especially conducive to close 


employer-employee relationships. 
Also in a small business city, it is-much easier for a 


wage-carner to visualize himself as a potential businessman. 
over, the economic, as well as the social, distinction in a small 


business city between the less prosperous businessmen and the more 


Vore- 


prosperous wage-earners is often hazy at most. 


All of these factors add up to closer and more informal 
relationship between workers and businessmen in the small than in 
the big business cities.e Moreover, as shown above, the civic 
activities of business groups in a small business city are tyni- 
cally of a kind more likely to elicit the cooperation of labor. 
Thus, there is a more cooperative -- and in many cases -- a more 
participation by labor in the civic enterprises of the 
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small business cities. 


It may well be that in the future the reverse will be true -- 
will he more active in the big business cities. Some 

nor this was found in one of the big business cities examined. 
There, traditional] civic leadershin had practically vanished. 
Cornorate officials had built their own suburbs and took no interest 
in civie affairs. The former leaders in the city -- the old unper 
middle cless -- were trying to follow them and "get in" with the 

The small businessmen had lost their civic 
spirit and drive. Some of them had become "fronts" for the corpo- 
ration officials. Others had seen too many worthwhile projects 
blocked by the corporation and had become convinced of the futility 


of trying to do anything for the city. 


corvoration group. 


Into this "“civie vacumm" labor entered. At the tire the 
field investigation was made, labor was undertaking. civic responsi- 
bilities and pushing a number of different civic projects. It was 
actively interesting itself in the conduct of the city gevernment. 
Civic leadership was passing into the hands of labor. 


It should be realized, however, that while "civic vacuums" 


may develop in big business cities, it does not follow that labor 
can readily step into such vacuums and assume civic leadership. 
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While the executives of the big corporations may not ve in- 
in civic enterprises, they may, nonethe- 


terested, themselves, 
less, exercise their power to prevent anyone else from taking 
The obvious result in this event is inactivity 


such leadership. 
and stagnation in civic affairs. 


APPFNDIX A 


The Selection of Cities 


The selection of the six cities surveyed in this report 


t on 
d in part on statistical considerations and in par 
a on are ere of individuals in Government and business. 


The first step in selection was to compile a list of all 
ities in the United States within each of three population size 
seotc and each of the four major regions of the country. The 


s were the standard regions employed by the U. S. Bureau 
eee North Eastern States, North Central States, the 


The population size groups were: 25,000 - 
50,000; 50,000 - 100,000; and 100,500 - 175,000. These particular 


population classes were selected for three reasons: (a) the 
interest of this report is in the more numerous smaller and medium 


size cities; (>) in any event, surveys of larger cities would have 
been considerably more expensive and time-consuming; (c) there is 


reletively little statistical information available for cities 
C In 1940 there were about 350 cities of 


of the Censuss 
Sovth and the West. 


under 25,000 vopulation. 
25,000 - 175,000 population in the United States. 

From this list of cities were eliminated: (a) all those 
cities whose civic life was obviously dominated by nearby metro- 
politan centers; (b) all State capitals; (c) several cities which 
were dvilt around various public “institutions.” 


For each of the remaining cities the vercentage of industrial 
workers of the total employed population was computed. "Industrial 
workers" were defined as all employees in manufacturing, construction, 
and extractive industries, according to the Census classification 
of these industriel groups. The average percentage industrialization 
for all cities within the size range considered was 37 vercent in 
1940. 41] cities with less than 40 percent industrialization were 
then eliminated from the list. The renaining cities were then 
distinctly industrial cities, since each was industrialized more 
than the average of the Original sample. As already shown, State 
Capitals and other public institutional cities had been eliminated 
a8 well as suburbs and other communities dependent upon nearby 


metropolitan centers, 


D was to compute for each of these cities the 


The next ste 
ers in each of seven broad industrial 


percentage of industrial work 
£roups: 
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Extractive industries 
Construction 

Textile and apparel 

Chemicals, petroleum and coel products 
Iron, steel, non-ferrous metals and their products 
Machinery and transportation equipment 

Other manufacturing industries 


This measure of industrial concentration was taken as the 
first tentative indication of which cities were dominated by big 
business and which by small business. Accordingly, the cities 
within each region and population group were ranked according to 
the concentration of industrial workers in any one industrial groupe 
So far as possible, then, cities at the top of the list were paired 
off with those at the bottom. Each of the pairs obtained in this 
way consisted of two cities with approximately the same population 
and the same geographic locality. However, one member of each pair 
was characterized by a relatively high degree of industrial con- 
centration, the other by industrial diversity. 


For 


One further statistical test was applied to these cities. 
Pairs 


each city the percentage of non-white population was computed. 
of cities were then eliminated from the list if the members differed 


appreciably with respect to the proportion of non-white population. 


The cities now remaining, however, were suitable for study only 
if the degree of industrial concentration was in fact a true in- 
dication of industrial organizstion along big or small business lines. 
While used here as a rough indicator, it was recognized that this 
one criterion alone wes not sufficient. It was still necessary to 
select from the pairs of cities remaining those which differed with 
respect to: (1) concentration of industrial workers in a few big 
firms; (2) the prevalence of absentee-ownership of industrial firmse 
Since no comprehensive statistical information on industrial owner=- 
ship and size of firms in cities is available, another avenue of 


approach had to be determined. 


The method chosen was to communicate with government officials 
and businessmen in or near the various cities remaining in the 
master sample list. This was done through the field offices of the 
Smaller War Plants Corporation, and in a few cases through the field 
offices of certain other government agencies. Through these field 
offices businessmen and government officials were questioned con- 
cerning their impressions of the relative importance of big firms 
and absentee-ownership in the relevant cities. On the basis of these 
interviews the six cities studied in this report were finally 
selected, two pairs of which provided big business -- small business 
contrasts, while the third provided an intermediate case. 
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APPENDIX B 


THE STRUCTURE OF BIG AND SMALL BUSINESS CITIES 


Application of Definitions 


How do the six cities studied fit the definitions of big 


and small business cities set forth in Chapter I? In this 
Appendix, tne cities are examined in the light of those definitions. 
Table 1, presents the location and population size of each of the 


six citiese 

The first pair of cities, as Table I indicates, consists 
of a big business city (A) and a small business city (3), both 
located in the middle west with populations in 1940 of about 
150,900. The second pair consists of a big business city (Cc) and 
a small business city (D), both located in the middle west with 
populations of about 60,000. The third pair consists of a big 
business city (E), and a small business city (F) -- though hers 
the differentiation is not as sharp as in the case of the otker 
cities. Fcth sre located in the east, and have populations cf 
about 30,000. 


The data relevant to the three criteria of small tusiness 
and big business cities are summarized for all six cities in the 
following three tables. Thus Table 2 shows the concentration cf 
employment in the big business cities. In the small business 
cities the number of industrial firms was much greater -- 409 as 


against 42, and 159 as against 38. toreover, the average size 
of industriel firms in the small business cities was much smaller 


-- 33 employees as against 1,270 and 92 as azainst 614. Cities 
#= and F, in accord with their definition, represent intermediate 
cases, although city E is more of a big business community than 
city *, having only half as many firms and having a quarter more 


employees ver firm i/. 


1/ of course, the relatively smaller number of firms in E and F 
as compared with the other pairs does not indicate creater 
concentration. Cities E and F are of much smaller size than 


the other four cities. 
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Table 2 


BUSINESS STRUCTURE, LOCATION 
AND POPULATION OF SIX CITIES 


city Svmbol Business Structure Location Population® 
(1940) 
A Big Business Middle West 150,000 
B Small Business Middle West 150,000 
Cc Big Business Middle West 60,000 
D Small Business Middle West 60,000 
E Intermediate North East 30,000 
Fr. Intermediate North East 30,000 
*Sources U. S. Bureau of the Eansus. Firures are rounded in order to 


avoid disclosing identity of the cities. 
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Sources 


Table 2: 


NUMBER OF INDUSTRIAL FIRMS AND AVERAGE 
NUMBER OF EMPLOYERS PER FIRM 


Number Average Number of 

Cities of Firms Employees Per Firm 
Big Business 42 1,270 
Small Business 409 83 
Big Business 38 614 
Small Business 159 92 
Intermediate 18 437 
Intermediate 32 $25 


city. 


Chambers of Commerce and Manufacturers’ Associations in each 
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The relative importance of absentee ownership is shown 
in Table 3.. Wo lese than ninety-six percent of all industrial 
workers in A were employed by absentee-owned firms, ae against 
only 15 percent in B. In, 93 percent of all industrial 
workers were employed by absentee-owned firme as against 13 per- 
cent in D. EB and F again represent Cases between the two ex- 
tremes, with absentee ownership being nigher 1n the former than 
the latter city. This table also shows that, in all six cities, 
the average size of absentee firms is much greater than the 
average size of all firme in each city, as shown in Table 2 = 
and that in the distinctly big business cities, A and C, the 
absentee firms are especially large. 


The third criterion, the extent of industrial diversifica- 
tion, is shown in Table 4. It is obviously much greater in 
the small business cities. In city A, 87% of all industrial 
yorkers are employed in one industrial group, as against 494, 
for B. In city C, 84 percent of all workers are employed in 
one industrial group as against 56 percent in D. In cities E 
and F, the differences are also substantial, but, again, not as 
great as in the other two cases. 


Thus, cities A and C are clearly big business cities — 
with the bulk of their industrial workers employed in one in- 
dustry, by a few large firms which are absentee-owned. Cities 
B and D are clearly small business cities with the bulk of their 
industrial workers emoloyed in many small, locally-owned firms 
operating in several different industries. In the case of FE and 
¥ the differences are narrower, with E more closely resembling 
a big business city and F a small business city. 


The Problem of Control 


Clearly, the big and the small business cities included 
in this report represent different types of industrial structures. 
Do these differences in industrial structures result in differ 


ences in civic levels? That is the principal question with which 
this report is concerned. 


Before it can be anewered, however, an examination must be 
made of certain factors other than industrial structures which may 


affect civic levels -- factors such as geographic location, cli- 
mate and the character of the population. 
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RS EMPLOYED BY 
ERCENTAGE OF INDUSTRIAL WORKE : 
: AND AVERAGE SIZE OF, ABSENTEB-OWNED FIRMS 


ee 


Percentage of Ayerage Number 
Industrial Workers of ee 
er Absentee- 
ities Employed by Absentee- 
eer Owned Firms Owned Firm 
a i makati adeeb 

A Big Business 96 oe) 

B Small Business 15 

C Rig Business 93 4,338 

D Small Business 13 197 

E Intermediate 84 2,206 

F Intermediate 61 2,120 


Source: Chambers of Commerce and Manufacturers! Associations in each 
city. 
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Table 4 


PERCENTAGE OF INDUSTRIAL WORKERS 
EMPLOYED IN CITY'S MAIN INDUSTRY 


a 


Cities Percentage 
A Big Business 87 
B Small Business 49 
C Big Susiness 84 
D Small Business 56 
E Intermediate 73 
F Intermediate 47 


Source: U, S. Census Bureau. Percentage given for each city is for 


number employed in largest of 7 major industrial 
Classified es 


Census, 
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pecially for this purpose by the Bureau of the 
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ities in each pair, prove to be apprexinately 
the — ah ceaaaee to these "other factorse"--if, in other 
words, the “other factors" are held constant, then differences 
in the levels of civic life can be attributed in large part to 
differences in the business structure -- that is, to the in- 
fluences of "big" versus "small" business. 


Actually, in selecting the six cities, this was done. 
While the problem of comparing as complex a matter as ontire 
cities cannot be solved mechanically, an effort was mode to keep 
these "other factors" the same as between the two memoers of 
each pair of cities studied. Some of the more important of these 
Nother factors" are as follows: 


Geographical Location and Climate. Each of the members of every 
pair of cities is located in the same geographical and industrial 
region. Indeed, with one excevtion, the members of each pair 

are in the same state. All of them are within what is commonly 
known as the manufacturing belt of the country. Cities A and B 

as well as BE and F are quite comparable distances from larger 
cities; city D of the C-D pair is closer to a larger metrcpolitan 
area than is C, but it is quite autonomous in its civic and social 
life. Cities A-E are both rather imvorteant urban areas in their 
own right. 


This similarity of geographical location, of course, results 
in a similarity of terrain and climate. For instence, the maximum 
temperature over a year's period does not vary between the big 
end the small business city with which it is compared by more than 
5 points; the minimum temperature, by 4 points. Variation in 
inches of rain fall is negligible. Thus no substantial differenes 
in civic life between the big business and the small business 


cities can be attributed to differences in geography, terrain or 
Climate. 


Type of Population. As already noted in Tablel the population 
size of the members of each pair of cities is apvroximately the 
seme. However, another factor which might result in differences 

in civic levels is the difference in type of population. Higher 
Proportions of non-white and foreign born are generally associated 
with lower wages and thus poorer living conditions. This would 
obviously affect civic levels. Although no complete control was 
possible over all the differences in type of population, these 

two factors -~ the percentage of non-white population, and the per- 
centege of foreign born — were meintained on a nearly equal plane 


= 50 ~ 


between the members of each pair of cities. These figures 
are presented in Table Se 


irst pair of cities, there i: a eagle 
oint in the proportion of native 
uel oe Oa ocat pair, phe attest ends 4s three per- 
Lictace points; in the third pair, only six. The proportion 
of Negroes is negligible in all the cities. The proportion 
of foreign born in the population is about the same in the 
first pairs; in the third pair, the difference is more pro- 
nounced, with a slightly higher percentage in F. 


Thus, in the f 


Average Annual Wages. A further factor which might affect the 
civic level of a city is the average wages earned per year by 
manufacturing and other workers. In Tables 6 and 7 it is 
shown that wages are almost uniformly higher in the big busi- 
ness cities in manufacturing, wholesale distribution, and in 
retail trade. There are a few minor exceptions; wages were 
temporarily lower in big business cities in 1933 in wholesale 
distribution, and in one pair of cities in 1933 and 1935 in re- 
tail distribution. However, the succeeding rise in wages in 

big business cities, in these cases especially, was greater. 
Renee, it can be concluded that this factor would tend to cause 
the levels of civic life to be higher in the big business cities. 
This obviously would have the effect of making even more striking 
any finding to the effect that the civic levels are actually 
higher in the small business cities. 


type of Industry. One factor which might affect the civic level 
of a city but which cannot be held constant consists of the 
differences in the specific lines of industry prevailing in each 
of the cities. Obviously, it is impossible to match the line 
of industry which is predominant in a concentrated industrial 
city with the lines of industry which characterize a diversified 
industrial city. Yet, civic and social differences between two 
cities might be due in part to differences in the specific lines 
of industry prevailing in each of the cities. But these differ— 
ences in lines of industry have their primary effect upon civic 
levels in differences in types of workers and in differences in 
wages. In other words,- differences in lines of industry most 
directly affect the civic level first, by the different types of 
ie are attracted to a city and second by different wage 
° nce, as has been shown, the types of populations are 
“pprorimately the same, and wages are higner in the big business 
cities, it may be concluded that any finding of higher civic levels 


in the small business cities cannot be significantly ascribed to 
differences in lines of industry. 
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Table 6 


COMPOSITION OF POPULATION, 1940 


Percentage 
Cities Native Foreign- 


White Born Negro 
A Big Business 85 11 4 
B Small Business 86 12 2 
C Big Business 86 10 4 
D Small Business 89 9 2 
E Intermediate 86 13 1 
F Intermediate 80 20 @) 


Source: U. S. Census of Population. 
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AVERAGE ANNUAL WAGE PER WORKER IN MANUFACTURING 


i 


Cities 1925 1927 1929 1931 1933 1935 1937 1939 
vl a — 

Nene en nnn Ean EE nEEEnnnnnnnEnInnInnnEnnEEnEnnEEEEREEnREEREEEEEeee 
My719 487769 i $1073 $1778 $1796 

gin Bes knee 1712 #1769 #1640 $1291 $1073 $1614 $17 

Eggi “hein 1424 1449 1441 1118 791 951 1185 1172 
nee he igues 1424 1815 1349 1275 1047 1509 1657 1713 
La PO nt ee 12746 1373 1301 1133 920 1119. 1318 1261 
of Takaeueainte 1264 1219 1254 907 803 985 1248 1288 
= Intermediate 1136 1206 1198 1091 900 1004 1076 1010 


ae eee ea ea ee ee eee 
gu ah aera 
Source: ™ S. Census of Manufactures 


Table 7 


AVERAGS: AMNUAL WAGE PER WORKER IN TRADE 


a ee 


Wholesale Trade Retail Trade 

Cities 1929 1933 1935 1939 1929 1933 1935 ~=1939 
a ee ee 

A "ip Business 1938 $1369 $1735 $1758 1379 #1078 $ 967 $1100 

| Stall Business 1951 1441 1403 1582 1266 1009 891 985 

© ig Fusiness 2035 1344 1715 1864 1415 996 963 1080 

Small Business 1778 1432 1547 1577 1328 1054 9685 41036 

F Intermediate 1860 1/ 1296 1496 1067 1129 866 948 

“Intermediate 1539 1337 1469 1429 964 1072 94% 969 


1/ Not available 


Source: U. S, Census of Business 
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